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THE ENTERPRISE FUND IN THE USSR

B Blterskiy Uchet, No 3 P. Morozov
Moscow, Mar 195

In 1955, the enterprise director‘s fund was transformed into the enterprise
fund for the improvement of workers' cultural and living conditions and of pro-
duction,"

The enterprise fund differs from the director*s fund both with respect to

the size of allocations made to the fund and the method vhereby it is formed.

L

The rights

ntants of enterprises, the

main administrations, ministries, central institutions, and the sections of
soviet executive committees with regard to the making of sllocations to, and ex-
penditures from, the fund have been changed, The method of utilizing the funds
has also been altered,

The enterprise fund ig established in all state industrial enterprises un-
dexr all-union, republic, or local control, provided they operate on the ccat
accounting principle and have the right to vaintain Ladependent bHalance sheets,
Instructions of the Ministry of Finance USSR state that this 2ond may be set up
in subsidiery industrial entesprises, io transport, coastre~ion, trade, and
other economic organizations only in the event that such orgacizstions operate
on a cost accounting basis, maintaln ivdependent balance sheets, and maintatin an
individual settlement account at the gosbank,

Enterprise profits gerve as the source of the fund. In the event that an
enterprise is planned to operate without profit, then savings resulting from cost
reduction may be uged. Allocations from planned profit or from savings are
fixed at one, 2, L or § percent, depending orn the pariicular branch of ivdustry
to which the enterprisge belongs. Tn the case of profit plan cr cost reduciion
plan overfulfillment, an additional allocation of 20, 3¢, k0, or 50 percent,
again depending on the particular branch of indugtry, of the above-plan profit
or above-plan saving is made to the fund.

Total annual allocations from planred and above -plan profite combined, or
from savings, may not exceed 5 percent of the anmal wage bill for industrial pro-
ductton or basic personnel, adjusted for the actual volume of commodity output.

Allocations are mage on the basis of reperted balances, Above-plsn profits
are defined es the difference between actual profits and planned profits.

Profits derived from the sale of comsumer goods msnutactured from waste
materials, as well &g profit earned rrom subsidiary agricultursl operations, must
be excluded in computing actual profit. Likevige, planted profits from the
above -mentioned operations must not be included in determining above-plan profit.

Considerable funds are being placed at the dispes&l of the diregtors of
plants, factories, mines, electric powsr stations, and other industrial enter.
prises through allocations to the Enterprise Fund. Fer exanple, during 1954, an
average of 255 rubles per worker was allocated to the director's fund of the
enterprises of the Ministry of Electric Power Stations, and in the Ministry of
Ferrous Metallurgy an average of 218 rubles was allocated. Allocations per
worker were even higher in individual enterprisesa,
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Because of &reuter allocations to the fund and higher profitability, trans.
fers of Profits

to the fund were considerably larger in 1956,

The enterprise fung is part of the net income {(orofit) of the enterpriaze,
Consequently, an increase in profits leads Lo an increase in the size of the
fund. Tota) 8llocations, and hence the size of the fund itself, depend directly
on the enterprise‘’s operations, i.e., on production and sales plan fulfillment,
on cost reduction, on quality improvement, and on the prevention of losses, waste,
and nonproductive outlays in excesc of those alloved in the plan.

The enterprise fund is related directl
ful factor in stimulating fmpr

Y to rost accounting and is a povwer-
ovement in an enterprise’s operations,

allocations to the Director's Fund.
rous metallurgy, coal, ofl
&nd the chemical, nitrogen, and super-
Chemical Industries, the allocations

t with respect to planved profit and from

For
s aviation, shipbuilding, defense, and
motor vehicle industries, and also other machine building Industiries, as well ag
of the ministries of timber, paper, and wood Processing of the building materials
industry, and of electric pover stations, the rate of deduction Zrom planped

profit rose from 2 Percent to 4 percent, while the rate of dedocting from gheve..
plan profit or cost savings increased from 30 pereecr, o Lo percant,

case of enterprises
petroleum, asbestos, and mica industries,
phosphate enterprises of the Ministry of
) percent to 6 percen

In the
s cement,

In Group B industrial enterprises, allocat?sys irum planzed profit were
maintained at the previous rate, but in the case of abeve-plan profys, taey were
raised from 15 percent to 20 percent, This was also true for the textije in
dustry.

Different rates of allocation to the fund are eg-aklivhed Principally with
a8 view to stimulating the developmert of heavy industry and take into Aaccount
the profit differentials which exist in various krancghes of irdustry.

As previously, allocations to
conditions: (a) that the enterprise has fulfilled its commodity production plan;

(b) that 1t has met 1ts cost reduction goal; (¢} thet it has meg its profit goalj;

roduct &ssortmernt plan. An enterprise must

ect to reducing the cost of compérable out - B
t of the previcus year in both absclute ang relative terms. Failure

to fulfill any one of thege conditions voids the right of the enterprise 1o eg-

the fund are made sub je

tablish the fund,

Investigation of Ministry of Finauce USER repor,

the director's fund during recent years showed tha
and ministries had demanded that al

ases in which the conditiens requir
not been met, l.e., the comparabie output cost redunction goal, the total cost
and profit goals, and the production assortment, plan had rnot heew Pulfilled,
For example, the Ministry of Electric Power Stations proposed unjustifiably that
allocations amounting to 45,000 rubles be made to the director's fund of the
Kirovsk Trust's Vas 'kinsk peat enterprise, sud that 480,000 rubles be allocated

to the fund of the peat enterprise of the Chisto Chernoramensk Trust, although
neither of these had fulfilled ite cost reduction goal,

5 regarding allocations to {
t some enterprises, main ad- :
Llovations to this fund Le made
ed rfor its establlishment had

In the Decrees of the July 1955 Planum

of the Central Committee of the CPsSyU
it was noted that a number of minigtries, de

pariments, ang enterprises had not




Yet abandoned the outmoded practice of fulfilling their procduction plang in
8ross terms, but not in terms of product assortment,

Some enterprises fulfill and exc
ary items in great quantities at the
bevertheless insist that allocations

eed gross output plans by producing second-
expense of basic-type products, They
to the director’s fund be approved,

The ministries, main administrations,
especially, their chief (senfor) accountant
the method

fillment o
pPromoted.

executive committee sections, and,

8 must combat attempts to infringe on
vhereby the enterprise fund is to be formed. Only then will the ful-

f plans for the production of specified goods of the proper grade be

It should be noted that many main adminietrations,
tive camittee sections make inadequate checks on the co
to the fund. On the basis of 1954 operations,
and its main administrations proposed to make a
petroleum industry edministrations regardless o
the gas recovered as a by-product of petroleum
addition to maeking only partial use of the gas,
millions of cubic meters of gas into the air.
fused to make fyll allocations to the fund in t

ministries, and execu-
rrectness of trangfers
the Ministry of Petroleum Industry
1locations in the case of certain
f whether the plan for utilizing
extraction had been fulfilled. In
thege administrations, released
The Ministry of Fipance USSR re-
hese cases,

The former method under which computations relsn{ve to ailocations to the
director's fund were submitted to finsncial orgaus 2id sgreed on has been
abolished. The enterprise furd is now approved o. She basis of anmmal results,
by the ministries, central institutioas, and the secticus of the ssvier execat Lve
comittees. Thus, the responsibility of directors &-.d ¢specially chnief ac.oount.
ants for the correct computation of allocaticns hes been increased, Tulef ac-
countants must personally verify the accounts of each anterprise.

In verifying allocations, particulsr attentiou auses be given 10 the proper
determination of planned and &sbove-plan profit or seavings derived from cost re-
duction. 1In determining the amouni of such profit lor savings), allowance must,
be made for deviations from the plan which sre due ¢ causes for which “he enter-
prise cannot be-held responsible and which were not foreseen in the plun. In.
structions issued by the Ministry of Finance USSR 1ist the following permissible
causes of deviation: (a) changes in wage rates and wage supplements, Interest
&nd tax rates, charges for municipal services, depreclation rates, and changes
in the prices of manufactured goods; and {u) changes ir: the prices of raw ma-
terials, semimanufactures, fuel, railroad freight rates, and other waterials.

Other factors which result in Justifiable deviaticns
determined by ministries, central institutions, and
mittee sections,

frem profit plans are
worker soviet executive eom-

Investigation by financial organs of computations relative to director's
fund allocations have shown that the directors and chief accountants of economic
organizations did not make full deductions from above-plan profits of those reve-~

nues attributable to exogenous factors. Moreover, allocations were found to be
considerably inflated in the computations submitted.

An enterprise mey earn sbove-plan profits because the funds provided for
the training of personnel, scientific research, arnd efficiency promotion, which

are part of cost, have not been entirely expended. Such saving must not be in-
cluded in above-plan profit or ebove-plan cost reduction.

In determining the total allo
profit or cost savings, that part
for the payment of premiums for al,

cation to the enterprise fund from above-plan
of profit which has been previously set aside
l-union socielist competition must be deducted,

-3 -
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This procedure has been establigheq under Point 9 of the lustructions issueq by
the Ministry of Finance USSR reiative to the enterprise fund. The same method
was formerly used in the case of allocations to the director’s fund.

Euterprises, trusts, and minigtries have frequently made allocations to the
fund which included that part of sbove-plan profits or savings which had been
set aside for Payment of premfums, In thege cases the allocations were made
without authority.

the directors and chief accountants of the "Burovaya Tekhnika"
skaya in 1954 allocateq several hundred thous

above-plan profit for the bpayment of competition premiums;

thege enterprises, "Soyusgemash" Trust, and the Mipist

eral Conservation erroneously made allocations to the dire

Bame profits,

and profit
accumulation, In the case of the Leningrad coke g8s plant, the Moscow plant
"Néftegaz", the gasoline plant of the "Grozneftegaz" Trust, the water main of-
fice of the "Grozneftezavody" association, and the Moscow Plant "Regotmass" of
the Ministry of Petroleum Industry, only 50 bercent of the claimed amount wag ap-
Proved for allocation to the fund on their 1954 operatiovs. The directorz and
chief accountants of these enterprises agreed to this scluiion of the pProblem.

The most important condition for Proper allceation 15 3 tihopes 1. &ueenm-
ically competent analysis of the financial angd CCONOMIC OpPer i ions of as &oter .
priese, Responeibility for thisg analysiz liez oo tne cnde? acsoaptasts or enter-
prises under the terms of the statute govermng these ied{viduals. e analiyaliag
the total operations of an elterprise, an accurate determinetion of plazned and
actual profit, cost plan fulfillmens, assortment plan fulfillment, ete., i
necesgary, This information 1s absolutely required in arder tc determine the
correct amount to be allocated to the enterprise fund,

As an exception to the general rale, ministries, directors of central in-
stitutions, and directors of worker soviet executive cammittee sections do have
tons to the enterprise fund ir waole
their product masaortment plaus,

aonfulfiliment must certainly

It sbould be remembered that such enterprises are not permitied to make
even partiml allocqtions to the fund if the commeds ty production, cost reduciion,
and profit plans hsve not been fulfilled.

Along with the increased rights granted to directors, chfer accountants,
ministries, central institutionz, and executive comrittee “ections, their re-.
sponsibility for the accuracy of allocatlons to the fund and for expenditure of
the fund‘s assets has been increased.

Enterprise directors and Becountanta beaxr respoongibility for making preper
advance allocations for first-, second., and third-quarter operations and also
for the submission of computations regarding anmual 6llocationy, as well s» for
the use of the fund for the purposes intended.

committee sections are re-
They must keep track
s been allocated o the
& ipadequate. Verifica-
the use of the fund’s asgets
Program of intradepartmental audit. Special checks and

audits should also be made.
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These are instances in practice wnere euterprises have suimitted incorrest
accounts and significantly focreased aliocations 1o the fund, as well as cases
in which ministries, centrel 1ustitutiens, and executive committee sections have
approved funds for enterprises that have ignered the conditions required for
its establishment or have given uclawful orders for the expeuditure of money
from the fund. It {s the duty of the chief accountant <o call the attention of
directors im writing to the illegal nuture of thelir f{mstructions. He must also
report such cases as involve illegal authorization or expenditure of funds to
the Ministry of State Control.

It should be remembered that a chief accountant wno does not report illegal
instructions to the Ministry of State Control sharss responsibiiity with the
director who issues such iastructions.

The party and govermment ascribe particuler impertance to the provlens of
technological progress in industry. 1In the decrees of the July Plenum of the
Central Committee of the CFSU relative to goals for the utmost development of
industry, technological progress, and improvement in the organization of pro-
duction, a need for simplification of the finencing of new ‘schniques is indi-
cated.

Helf the enterprise fund is spent for the intrcduction of new technology,
modernization of existing equipment, production expansifon. and construction and
repair of housiag facilities; and tmlf s speut for foe Mmprovement. of L dtuza.
and personal services, the djstribution of priger, the acguloiviom of secalorium
accommodations, and the rendering cf a:d 4o vorsers.

The statute reletive to the director's tund did At provide for outlays
from the fund for the. imtroduction of new tachpolegy or tue modernizatllon of
exlsting equipment. The earmarking of a porilen of whis fund for rhnese pur -
poses promoteg the gnal of further ie:hnnicgi<al Lrofres:.

Many enterprises dec not make fuil wae of ~ne fund sainly bolauze (nev woder-
take housing construction on tec small a grale, aud o e crzanizallon with
respect to the expansion of subsldiary enterprises is poor. Ino TRE rade of the
Miaistry of Electric Power Stations, unspent i2lan.es iz *ae direstor's fund on
l'J&nuary 1955 amouated to 45.8 milifoa rubl Pull use of rne enterprise
fund, particularly for housing comstruction, snlldren’s ingtitutions, *ke equip-
ment of sanator{ums, clubs, cafeterias, und for the payment of premiums and scb-
sidies will promote & rise in the material apd cui-wral level of workers.

Indusirial administrations and the dfvisions of *ne M:atzry of Finsnce
USSR, the finance ministries of uaion and auroncmous repuriics, and kray, cblast,
city, and rayon financial crgans, as well a: the Ooarsel and Audit Adninlstra-
tion of the Ministry of Finance 8SR, <hesk the aooura - of fuad allocations
and expenditures through the system of follw -ap posledduyuzacniy) coatrel.

The primary resson for such & cbeck 1s 0 determine wne'uer the diresturs
and chief accountants of enterprises, maiu adminlstrations, ministries, cemtral
institutions, and executlve commitide sections are rouformlag to the statute
relative to the enterprise fund ani the instru:l:dns of tas Ministry of Fianance
USSR, whether profits nave been sorrectly computed and tus proper ‘percantagat
deducted from planned and above-plan profis for transfer of the fund, waether
the conditions giving the right to make su:k silosations have heen met, and
vhether the method of making quarterly advance allo-ations bas been ghserved
and the toney spent for the purposes Zntended.
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A financial organ which discovers a violation must order the economic
organization g eliminate the prractice and must issue lnstructions to 1t in
writing. 1. ‘*hege instructions the disclosed violation is described briefly
L.e., the secvions of the statute op instructions which have been ‘violated
are indicated) » the amount o; ' names of the guilty parties are
stated, and the date by which the violation must be corrected and a report

f£iled with thg financial orgen is fixed.

ny financial organs still fail to make sure that their proposals are
ut and frequently their mandatory instructions are not followed.

) ‘A careful and rigorous ch accounts for allocations to the fund by
the chier accountants of enterprises, economic organizations, and ministries,
as vell as control on the part of financial organs, will promote proper alloca-
tions to and expenditures from the entérprise fund and at the same time will
improve enterprige operations.
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